STATE OF CALIFORNIA— DEPARTMENT.OF FINANCE

ECONOMIC AND' FISCAL IMPACT STATEMENT
(REGULATIONS AND ORDERS)

STD. 389 (REV. 12/2008) See SAM Section 6601 - 6676 for Instructions and Code Citations
DEPARTMENT NAME V CONTACT PERSON TELEPHONE NUMBER
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DESCRIPTIVE TITLE:FROM-NOTICE-REGISTER'‘OR FORM 400 ) fNOTICE FILE NUMBER
TERMINATED AGENCY POOL ASSET ALLOCATION STRATEGY Z

ECONOMIC IMPACT STATEMENT

A, ESTIMATED PRIVATE SECTOR COST IMPACTS (Include calculatnons and assumptions in the ‘rulemaking record.)

1. Check the appropriate box(es) below to indicate. whether this regulation:

I:l a. impacts businesses and/or employees D e. Imposes reporting requirements

D b. Impacts small businessés . . I:I f. Imposes prescriptive instead of performance
*A**7——*Et.vlmpactsjobsoroccupationa : e 'Imﬁéétsiihdividual's -

I:I d. Impacts California competitivéness IZI h. None of the above (Explain.below. Complete the

Fiscal Impact Statement as appropriate.)

h. (cont.) Specifies an investment-income allocation strategy for current and future TAP investment income.

(If any box in ltems 1 a through g is checked, complete this Economic Impact Statement.)

" 2. Enter the total number of businesses impacted: Describe the types of businesses (Include nonprofits.):

Enter the number or percentage of total businesses impacted that are small businesses:

.3, Enter the number of businesses that will be created: eliminated:

Explain:

4, Indicate the geographic extent of impacts: D Statewide D Local or regional (List areas.):

5. Enter the number of jobs created: or eliminated: Describe the types of jobs or occupations impacted:

- 8. Will the regulation affect the ability of California businesses to compete with other states by making it more costly to produce goods er services here?

l:l Yes El No If yes, explain briefly:

B. ESTIMATED COSTS (Include calculations and assumptions in the rulemaking record.)

1. What are the total statewide dollar costs that businesses and individuals may incur to comply with this regulation over its lifetime? $

a. Initial costs for a small business: $ Annual ongoing costs: $ Years:
b. initial costs for a typical business: $ Annual ongoingcosts: $___ Years:
c. Initial costs for an individual: § Annual ongoing costs: $ Years:

d. Describe other economic costs that may occur:




ECONOMIC AND FISCAL IMPACT STATEMENT cont-(STD. 399, Rev. 12/2008)

2. If multiple industries are impacted, enter the share of total costs for each industry:

3. Ifthe regulation imposes reporting:requirements, enter the annual costs a typical business may incur to comply-with thiese reguirements: (Include the dollar

costs to do programming, record keeping, reportmg. and other paperwork, whether or not the paperwotk must be submitted.): $

BT T T L dRS R
4, Will this regulation directly impact housing costs? D Yes D No Ifyes, enter the annual dollar cost per housing unit: and the
number of units: | | |
5. Are there comparable Federal regulgtions? D Yes D No Explain the need for State reguiétioh given the existence or absence of Federal
regulations: l
Enter any additional costs to busin and/or. in(iiyiduals?;hat ma‘?’“b’e due to.State - Federal differences: $

C. ESTIMATED BENEFITS;(Esﬁmatloumffthe dpllan valye‘ of bene‘r’ ts 'i§‘not specifically required by rulemaking law, bpt encouraged.)

1. Briefly summarize the benefits that may result from this regtilation and who will benefit:

2. Are the benefits the result of : D specific statutory requirements;or r-’}goaI&deve:laped;bwdhe~.agencwb_ase:du‘on' broead statutony:authority.‘?':-

Explain: -

3. What are the total statewide benefits from this regulation over its fifetime? $

s i

D. ALTERNATIVES TO THE-REGULATION (lnclude calciiizfiong ahd asstimptions-in‘the.rulemaking étord. Estimation 6f the doliar valus erbenBhtsFisTiot -
specifically required by rulernaking law, but encouraged.)

1. List alternatives considered and describe them below.. [f no aliernatives were considered, explain why not:

2. Summarize'the"otal stat&wide costs and beréfits from. this régulation-and-each:dlternative considered:” e e e '

Reguiation: Benefit: § Cost: $
Alternative 1: Benefit: § Cost: §
Alternative 2: Benefit: § Cost: §

e

3. Briefly discuss-any quantification issues that are relevant to a'comparison of estimated-costs-and beneﬁfs.for‘this reg‘ulation' or alternatives:

4. Rulemaking faw requires agencies to consider performance standards as an alternative, if a regulation mandates the use of specific technologies or

equipment, or prescribes specific acfions or procedures. Were performance standards considered to lower compliance costs? D Yes D No

Explain:

E. MAJOR REGULATIONS (Include calcufations and assumptions in the rulemaking record.) Cal/EPA boards, offices, and departments are subject to the
following additional requirements per Health and Safety Code section 57005.
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ECONOMIC AND FISCAL IMP@CT.STATEM‘E_N'_F cont. (STD. 398, Rev, 12/2008)

1. Will the estimated costs of this regulation to California business _gpierpris_gs exceed $10 million ? j:l Yes D No (If No, skip the rest of this section.)

2. Briefly describe each equally as an effective alternative, or combination of alternatives, for which a cost-effectiveness analysis was performed:

Alternative 1:

Alternative 2:

3. For the regulation, and each alternative just described, enter the estimated total cost and overall cost-effectiveness ratio:

Regulation: $ Cost-effectiveness ratio: §
Alternative 1: $ Cost-effectiveness ratio: $
Alternative 2: $ Cost-effectiveness ratio: §

FISCAL IMPACT STATEMENT

A. FISCAL EFFECT.ON LOCAL:GOVERNMENT (indicate appropriate.boxes1 through 6 and attach-calculations and assumptions. of fiscal impact for the current
year and two subsequent Fiscal Years.) . :

I:I 1. Additional expenditures of approximately $ in the current State Fiscal Year which are reimbursable by the State pursuant to
Section 6 of Article XlII B of the California Constitution and Sections 17500 et seg. of the Government Code. Funding for this reimbursement:

D a. is providedin , Budget Act of - or Chapter . s~ , Statutes of
D b. will be requested in the ) Governor's Budget for appropriation in Budget Act of
(FISCAL YEAR)
D 2. Additional expenditures of approximately $ ' in the current State Fiscal Year which are not reimbursable by the State pursuant to

Section 6 of Article Xill B of the California Constitution and Sections 17500 et seq. of the Government Code because this regulation:

D a. implements the Federal mandate contained in

]:l b. implements the court mandate set forth by the -
. e -
' .
court intthe case of C vs.”
D c. implements a.mandate of the pecple of this Stak‘a"éx'pressed' in their-approval"gf P}6§o§~iiioﬁ:;ﬂﬁ'. ] at the
‘slection; e . (DATE)

D d. is issued only in response to a specific request from the

, which isfare the only local entity(s) affected;

D e. will be fully financed from the ' authorized by Section -
(FEES, REVENUE, ETC.)

of the Code;

D f. provides for savings to each affected unit of local government which will, at a minimum, offset any additional costs to each such unit;

D g. creates, eliminates, or changes the penalty for a new crime or infraction contained in

D 3. Savings of approximately $ annually.

D 4. No additional costs or savings because this regulation makes only technical, non-substantive or clarifying changes to current law regulations.
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ECONOMIC AND FISCAL IMPACT,STATEMENT cont. (STD. 399, Rev. 12/2008)

D 5. No fiscal ifmpact exists because this regulation does not affect any local entity or program.
|Z] 6. Other. S¢€ aftached

B. FISCAL EFFECT ON STATE GOVERNMENT (Indicate appropriate boxes 1 through 4 and attach calculations and assumptions of fiscal impact for the current
year and two subsequent Fiscal Years.)

D 1 . Additional expenditures of approximately $ in the current State Fiscal Year. It is anticipated that State agencies will:

I__-l a. be able to absorb these additional costs within their existing budgets and resources.

D b. request an increase in the currently authorized.budget level for the fiscal year.

El 2. Savings of approximately $ in the current State Fiscat Year.

D 3. No fis¢al impact exists begause this regulation does not affect any State ageriey or prograr

e "". f.5F s . ; )v;'._-(
[V/]_4. other. £ WA Bt

C FlSCAL EFFECT ON’FEE)ERAL‘FUNDING‘@F‘S’F’A’I’ E PR@GRAMS (lndxcate approp‘nate bbxes1 threugh 4 and"attach ca]culatlbns Hrd. 'assumﬁtlonsf Df f scal

impact for the current year and two subsequent Fiscal Years.) v bl
T ‘.:""'l: ’ ..x‘-:, Eaciiety ‘4- e - Wy o T N . ‘ e ,.

D 1 . Additional expenditures of approximately $ in the current State Flscai Year

D 2. Savings of of-approXimately $ «+ inthe current State Fiscal Mear.~

3. No fiscal impact exists because.this regulation does not affect any federally, funded State agency or program.

[] 4 other.

FISCAL OFFICER({\NATURE T e 4 [DATE" // n
ﬂ/t P ) - ‘ q l " { f v
AGENCY 8 /FéTAR\N i, SRCERRLL

APPROVALIZONCURRENCE

DEPARTMENT OF FINANCE
APPROVAL/CONCURRENCE

P ~—= ] - Y e

1. Thesignature attests that the agency has completed the STD. 399 according to the m/ons in SAM sectlons 6601-6616, and understands the
impacts of the proposed rulemaking. State boards, offices, or department not under an Agency Secretary must have the form signed by the highest
ranking official in the organization.

2. Finance approval and signature is required when SAM sections 6601-6616 require completion of Fiscal Impact Statemént in the STD.399.
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Attaghment for the
ECONOMIC AND FISCAL IMPACT STATEMENT

The proposed regulatory action in combination with the CalPERS
Board’s decision to adopt an asset allocation strategy for the existing
assets in the Pool that reflects and matches the characteristics of future
expected benefit payments of the Pool may have an adverse impact on
local economies where the local agency terminates its contract with
CalPERS and does not have enough resources to fund the increase in
termination costs, if any, associated with this regulatory action and the
change in asset allocation. If there are increases in costs they may be
offset by either 1). a reduction in benefits if the local agency does not pay
the full termination costs or, 2). Savings produced by not providing

ongoing pension benefits for future service.

The purpose of the proposed reguiatory action in combination with the
CalPERS Board’s decision to adopt an asset allocation strategy for the
existing assets in the Pool is to minimize some of the risk that currently
exists for the Pool. Anytime one considers eliminating or minimizing risk,
there is a financial cost associated with doing so. In this case the cost can
be estimated by looking at the increases in actuarial liabilities when valued
using a lower discount rate reflecting the revised asset allocation strategy.

For the existing Pool, we are estimating that the actuarial liabilities of the
Pool would rise from $60 million to close to $85 million leaving a surplus of
about $59 million which results in no additional costs for existing Local
Agencies. However, for active Local agencies that wish te terminate their
pension contract with CalPERS in the future, a similar percentage
increase in liabilities can be expected if rates remain unchanged. To the
extent that assets in the employer’s pension plan are not sufficient to
cover this potential increase in liability at termination of contract, additional
cost may be incurred. Since specific terminating employers can’t be
foreseen any .quantification of the potential fiscal impact can be-
determined. o



